





OREGON STATISTICAL 
REVIEW, DECEMBER 1960 


(For details see pp. 7-8) 


e@ The indicators of business conditions in Oregon 
during December show that the month was some- 
what slower than in the same month a year ago. 
Bank debits were unchanged in Portland but down 
9.2 per cent for the rest of the state. This decline 
was probably caused by a falling off of cash receipts 
from farm marketings, and a marked reduction in 
lumber and wood products employment. Employ- 
ment in retail trade was up 1,700 and up 6,000 in 
government employment (2,900 federal and 3,100 
state and local). 

Building permits dropped rather sharply, al- 
though this had not yet been reflected in construc- 
tion employment. Unemployment was up 42 per 
cent over December 1959. Only one-fourth of the 
unemployment benefit payments were made through 
the Portland employment office, showing that un- 
employment was relatively less in that city than in 
the rest of the state. 


© Business failures in December in Oregon totaled 
38 with $680,000 in liabilities. For the 12 months 
of 1960 the totals were 541 failures with $13,407,000 
in liabilities; for 1959 the corresponding totals 
were 471 and $9,785,000; these figures show an 
increase of 37 per cent in the cumulative dollar 
volume of liabilities, 


e Lumber production in the Douglas fir region 
of the Pacific Northwest in December fell 23.0 per 
cent below the average weekly production in De- 
cember 1959, and 7.5 per cent below that of No- 
vember 1960. Average weekly orders in December 
were off 31.7 per cent from those of the same 
month in 1959 and off 6.9 per cent from November 
1960. A month-end inventory increase of 8.3 per 
cent over that of December 1959 and a decrease of 
3.2 per cent from that of November 1960 were 
accompanied by decreases in unfilled orders of 40.1 
per cent from the total at the end of December 
1959 and of 5.2 per cent from that at the end of 
November 1960. 


e Average weekly earnings of production workers 
in December 1960 rose to $95.86 from the year’s 
low of $94.39 in November. For each of the first 
10 months of 1960, average weekly earnings were 
above those of the corresponding month of 1959, 
but dropped below 1959 in both November and 
December. 


e Cash receipts from farm marketing for No- 
vember were 2.8 per cent below those of the same 
month in 1959, and for the first 11 months of 1960 
the total was 4.3 per cent below that of the cor- 
responding period in 1959. 


More Footnotes To 
Oregon Banking History 


By O. K. BURRELL 
Professor of Finance, University of Oregon 

The January 1960 issue of the Oregon Business Review contained 
my article, “Footnotes to a History of Banking in Oregon.” This 
was not intended to be a systematic development of Oregon bank- 
ing history, but rather a presentation of episodes and vignettes that 
might yield something of the savor, something of the feel of the 
years when banking in Oregon, at least outside the larger cities, was 
small-scale local enterprise. 

Quite probably an adequate history of banking could be written 
without these anecdotes, reminiscences, and vignettes. But history, 
especially business history, is more than a compilation of facts; it 
is an attempt, not only to relate what happened, but to understand 
how, and why, and in what manner it happened, and the impact 
upon subsequent events. 

In some measure, history is indivisible. We cannot understand 
banking history without understanding the customs, mores, and 
even the geography of the period. The attitude of the Oregon Con- 
stitutional Convention of 1857 toward banks, for example, is not 
comprehensible, except on the basis of the occupational back- 
grounds and geographical origins of the delegates, and the charac- 
teristics of the banks with which they were familiar. 

There are two broad categories of “footnotes:” one of these is 
the simple reference or citation which supplies an authority or refer- 
ence for a statement in the main text. This is especially useful and 
necessary in many types of professional writing. But it is a work- 
aday sort of thing and rarely serves to enlarge understanding. The 
other category is the illuminative, or even anecdotive, which is de- 
signed to expand the understanding of the main theme. This sort 
of footnote is a detour, or sideshow, and may be genuinely interest- 
ing and useful in and of itself. It is hoped that the footnotes pre- 
sented here are the illuminative type and that they will convey some- 
thing of the flavor of the years when every small village had a 
locally owned small bank. 

The footnotes presented in the previous article covered generally 
the period from about 1900 to 1925. The time range of the episodes 
and vignettes reported below extends all the way from territorial 
days to our own era. 


Informal Banking in Central Oregon 


A revealing and interesting account of banking practices in Cen- 
tral Oregon during the years of small unit banking has been given by 
Mr. E. M. Lara.’ Mr. Lara was cashier of the Deschutes State Bank 
of Bend from 1909 to 1915; from 1915 to 1917 he was cashier of 
the First National Bank of Bend. He was a department head in the 
Federal Reserve Bank of Philadelphia from 1917 until 1929. 

In that period, according to Mr. Lara, banking was by no means 
a cautiously and conservatively conducted business. Loans were 
made largely on the basis of character since very little in the way 











+ “Fast is East and West is West,’’ by E. M. Lara in The 3-C Book for February 1934, Vol. 
XV, No. 8. The 3-C Book was in the nature of a “house organ” of the Federal Reserve Bank of 
Philadelphia, and was published monthly to reflect the life of the bank and to aid in the educa- 
tion of its employees, especially along banking lines. 
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of collateral was available. Chattel mortgages on cattle 
were sometimes taken, but this offered very little real 
security since cattle roamed the open range and were 
difficult or impossible to identify. Character was the real 
basis of lending, and this made it necessary for the banker 
to know borrowers and their families intimately. Bankers 
lived closer to their borrowers and watched their activities 
closely, visited them frequently, and ate and slept in their 
homes. Indeed, the banker was likely to rate at least equally 
with the minister, the lawyer, and the doctor, as a confessor 
and adviser. Bankers advised on every conceivable subject, 
from the care and feeding of babies to the placing of a 
mortgage on the homestead. Mr. Lara reported that one 
venerable banker prevented a divorce between a rancher 
and his wife. He considered that the only reason for want- 
ing a divorce arose out of the fact that they saw too much 
of each other on their lonely and isolated ranch. The banker 
first tried gentle and persuasive argument which left the 
couple unmoved. But they abandoned the idea of divorce 
when he threatened to foreclose a chattel mortgage on their 
cattle. 

Many bank borrowers had insufficient capital and ex- 
pected banks loans to be renewed almost indefinitely. Mr. 
Lara reported that one of his customers replied to a notice 
of a maturing obligation with the request that the bank, 
“Please extend the note for the future.” A similar story, 
although not one related by Mr. Lara, has to do with a 
borrower who asked his banker to be permitted to make 
what he considered to be a slight change in the wording of 
the note; the printed note form started with the words “on 
such and such date I promise to pay . .. ” He requested that 
the words “or after” be inserted making the note read “on 
or after such and such date | promise to pay...” Without 
doubt, his suggestion was not followed, although it prob- 
ably seemed to him to be an entirely reasonable request. 

Few of these small and isolated banks held what are now 
called “secondary reserves,” i.e., marketable securities. 
Bankers were unfamiliar with securities and the isolation 
of the area made it unlikely that they would be solicited by 
bond salesmen. Moreover, the great distances and uncer- 
tainties and difficulties of transportation made it necessary 
to hold a substantial amount of their reserves in the form 
of cash in their own vaults. To get cash, even from ihe 
nearest correspondent bank, would require a week or ten 
days. Loss of interest on their idle cash was made up partly 
by high interest rates on loans—ten per cent was the cus- 
tomary charge. In addition, small state banks made “ex- 
change charges” which were excessive. Mr. Lara reported 
that he frequently made nearly the amount of his salary in 
such exchange charges. This exchange charge was a deduc- 
tion made in remitting the proceeds of checks written by 
the bank’s depositors, excluding those presented over the 
counter. 
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Notwithstanding the relatively large sums held in bank 
vaults, bank robberies were virtually unknown. Mr. Lara 
did not remember a single bank robbery during his more 
than twenty years of banking experience in Central Oregon. 
This was probably because of the difficulty in getting out of 
the country with the loot, and the disposition of the people 
of the area to shoot first and hold the trial later. 

There was very little paper money in circulation. The 
Westerner of that day wanted his money hard and round. 
Even after the establishment of the Federal Reserve System 
in 1914, gold coins continued to circulate in the region. 
Coins were more expensive to ship, and less convenient to 
handle than paper, but customers demanded the hard 
money and had to be accommodated. Even in later times, 
when paper money was in much wider use, it was unusual 
to find dollar bills in eastern or central Oregon. There 
seems to have been no particular question about the valid- 
ity of paper—no doubt about the faith and credit of the 
government. Perhaps it was an awareness that gold and 
silver were produced in the West and a desire to favor 
home industry. In any event, there is no doubt the people 
wanted hard money. 

The exception to the general rule involved pennies. 
These were scorned as too small to bother with and few 
were in circulation. Everything cost at least five cents; 
merchants did not advertise goods to sell at $1.99; prices 
were always in multiples of five cents. When banks cashed 
checks involving odd amounts, they paid to the nearest 
multiple of five cents. For example, if the amount was 
twelve cents, a dime was paid; if thirteen cents, the cus- 
tomer received a dime and a nickel. At the close of the day 
the difference was, of course, entered in the “over and 
short” account and was reflected in profit and loss. The 
pennies that came in were never counted, but put into a 
canvas sack thrown casually under the counter. 

Banks were examined with some regularity, at least after 
1907, but the element of surprise in the examinations was 
almost entirely lacking. Districts were large, banks far 
apart, and transportation expensive and uncertain. When 
an examiner came into a district, he had to stay until all 
banks in the area had been examined. The first bank to be 
examined might be surprised, but an unwritten code re- 
quired the first banker to be examined to immediately 
broadcast the examiner’s presence by telephone or by 
horseback. By the time the examiner reached the other 
banks of the district, they were, of course, swept and 
garnished. 





REPORT OF SUPERINTENDENT OF BANKS 


BEND Deschutes State Bank 


President, B. Ferrell; Cashier, EK. M. Lara; 
Directors, B. Ferrell, E. M. Lara, F. O. Minor 


Assistant Cashier, F. O. Minor 


RESOURCES LIABILITIES 

Capital stock paid in $ 

Surplus fund 

Undivided profits 

Dividends unpaid 

2.211.432 Due to banks 

Demand deposits 

Time and savings deposits 

Postal savings deposits 

Bills payable and 
rediscounts 

Other Habilities 


Loans and discounts $ 

Overdrafts 

Bonds, stocks, etc 

Banking house, furniture 
and fixtures 

Other real estate owned 

Due from banks 

Exchange for ciearing 


41,980.33 
208.49 
149.40 


15,000.00 


4,236.69 


3,308 “0 


house and cash items 
Cash in ban 
Expenses paid 


256.86 
3,892.20 6,000.00 
5,266.33 a 
Total $ 57,273.93 Total $ 57,273.93 











Statement of the Deschutes State Bank, 1914, when Mr. Lara was one of the 
employees. From the Seventh Annual Report of the State Banking Department. 
S. G. Sargent, Superintendent of Banks. 
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A Small Matter of a Semicolon 


The men of the Oregon Constitutional Convention of 
1857 had no love for banks. Indeed, it would not be inac- 
curate to say that they despised banks and took the steps 
they considered necessary to prevent the development of 
banks and banking in Oregon. 


This attitude was shortsighted, although it is entirely 
understandable. Most of the delegates to the convention 
had not been born in Oregon, but had moved to this state 
from the midwestern and southern states, and their obser- 
vation had been limited to the banks in these states. The 
system of national banks was not established until 1863: 
the banks known to the delegates were state banks, typi- 
cally small and frequently unsound. During this period of 
so-called “wildcat banking” there was inadequate control 
of bank organization and operation. The paper money of 
the time consisted of notes issued by these small state 
banks. Indeed, until about 1860 the volume of such notes 
outstanding considerably exceeded the total deposits in the 
same banks. But these bank notes varied in value and ac- 
ceptability, depending upon whether or not they would be 
redeemed in specie by the issuing bank, and whether the 
issuing bank was well known. This limited acceptability of 
money made commercial transaction more difficult, and 
was a frequent source of loss. The question, “how do you 
pay ?” was a necessary preliminary in commercial negotia- 
tion. 

There was little money in circulation in Oregon terri- 
tory, and almost all of it was in the form of gold and silver 
coin. Most of the delegates had never known a sound bank- 
ing system, and it may not have occurred to them that there 
was any such thing. It is understandable that they would 
wish to have no banks rather than unsound banks. 


It is unfortunate that no verbatim account of the debates 
in the convention of 1857 exisits. This is not because the 
delegates were unaware of the significance of the proceed- 
ings. It is simply that their sense of economy weighed more 
heavily than their sense of history. When the convention 
began, the president, at the direction of the delegates, ap- 
pointed a committee to confer with competent reporters on 
the subject of reporting the debates and proceedings. But 
it was stipulated that said reporter or reporters should look 
for their compensation to a future appropriation from 
some other entity. 


The select committee reported to the convention a few 
days later that they had conferred with two competent and 
practical reporters who were willing to report the proceed- 
ings for $300 to $500, and to look for compensation to a 
future appropriation of either the Congress, or the terri- 
torial or state legislature. 


But this arrangement did not satisfy the delegates; they 
were unwilling to ask a future state legislature for such 
an appropriation, although they were willing to have the 
work done if the reporters would look only to the Federal 
government for payment. This was apparently not satis- 
factory to the reporters and the whole matter was dropped. 


However, it does appear that the reporter, Mr. Malone, 
did take stenographic notes of the debates in the Conven- 
tion. But he refused to transcribe the notes unless com- 
pensation was provided. No one was sufficiently interested 
to present the matter to a subsequent legislature. John R. 
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McBride, who was a delegate, reported in 1902? that these 
stenographic notes were probably still in existence and 
urged that efforts be made to secure them. Nothing came 
of his effort. 

The Journal of the Convention is available, although it 
was not published until 1882. This includes little more than 
the bare bones of the resolutions and votes. Fortunately, 
however, the newspapers of the time reported the debates 
rather fully, and in 1926 Charles H. Carey brought to- 
gether the Journal and the newspaper reports of the debates 
in a publication that provides an excellent view of the 
proceedings.® 

Many of the provisions of the Oregon Constitution were 
copied or adapted from the constitutions and laws of other 
states. But the provision concerning banks (Article XI) 
seems to have been unique. This article has never been re- 
pealed nor amended and reads as follows: 

Article XI: 
Section 1. Prohibition of State Banks. 

The Legislative Assembly shall not have the power to establish 
or incorporate any bank, or banking company, or moneyed in- 
stitution whatever; nor shall any bank, company, or institution 
exist in the state with the privilege of making, issuing or put- 
ting in circulation any bill, check, certificate, promissory note, 
or other paper of any bank, company, or person, to circulate as 
money. (Emphasis supplied.) 

This section of the organic law seems to be clear and 
unequivocal, Individual proprietors might operate banking 
enterprises but the legislature was not empowered to char- 
ter “any bank or monied institution whatever.” Moreover, 
it appears to prohibit any branch office of an out-of-state 
bank. 

The Convention could not have anticipated the organ- 
ization of national banks under the provisions of the Na- 
tional Bank Act of 1883. But no attempt was made to 
challenge the organization of national banks, even though 
these institutions were empowered to issue national bank 
notes that circulated as money. It seems reasonable to 
assume that such a challenge would not have been success- 
ful, since the Constitution of the United States empowers 
the Congress to “coin money and regulate the value 
thereof.” 

Until the organization of national banks in 1863 and 
following years banking enterprises in Oregon were not 
incorporated. Banking enterprises came into existence, but 





2 An address of John R. McBride to the Oregon Historical Soviety, December 20, 
1902. 

® The Oregon Constitution, edited by Charles Henry Carey, and printed under 
the direction of the Oregon Historical Society under the provisions of Chapter 379, 
0. ee 1925. 





they were individual enterprises or partnerships. Indeed, 
no attempt was made to incorporate a bank under state law 
until 1879. Some of these early unincorporated Oregon 
banks were the following :* 


Albany . 
Astoria . 
Baker 
Corvallis 
Dallas 
Eugene . 
Hillsboro 
Jacksonville 
Lakeview . 
McMinnville 
Marshfield . 
Oregon City 
Portland 
Roseburg 
Salem 
Silverton 
The Dalles 
The Dalles 


Flynn’s Bank 
Case’s Bank 
Virtue’s Bank 
Hamilton-Job Bank 
Savage and Ellis Bank 
Hovey Humphrey Bank 
Shute’s Bank 
C. C. Beekman Banking House 
Bernard Daly’s Bank 

. Wortman’s Bank 
Flannagan and Bennett Bank 
Caufield’s Bank 
Ladd and Tilton Bank 
Woolenberg and Flint Bank 
Ladd and Bush Bank 
Coolidge and McLain Bank 
Moody’s Bank 
French & Co. Bank 


In 1879 a very obvious attempt was made to circumvent 
what appeared to be the clear meaning of the Constitution. 
A corporation was chartered in Portland under the name 
of The Hibernian Savings and Loan Association. This cor- 
poration was, of course, established under the general in- 
corporation laws of the state. But a reading of its article 
of incorporation indicates clearly that it was established 
to do a banking business; it did not resemble in any way a 
savings and loan association. It was not limited in its lend- 
ing to real estate loans. Moreover. it was permitted to 
accept deposits and, by inference at least, these deposits 
might be checking deposits. It seems evident that this was 
an attempt to set up a banking corporation under the guise 
of a corporate name that did not include the word “bank.” 
The effort was curiously similar to the much earlier case 
of the bank of the Manhattan Company in New York.® 

Suit was shortly brought by the state to cancel the char- 
ter on the ground that there was no constitutional power 
to charter such a banking or “monied corporation.” 

The Oregon Supreme Court held however, that the con- 
stitutional provision did not prohibit the establishment or 
incorporation of banks, excepting only banks and monied 
institutions with the privilege of making, issuing and put- 
ting into circulation bills, checks, certificates, etc., to cir- 
culate as money.® 

The court arrived at this decision by concluding that the 
Constitutional Convention of 1857 had really intended to 
place a comma (,) after the word “whatever” in Section 1 
of Article XI instead of a semicolon (:). This substitution 





*I am indebted to the late Oswald Small West (governor of Oregon from 
1911 to 1915) for this list of banks. Mr. West was strongly of the vpinion that the 
1880 decision of the Oregon Supreme Court was good economics but not good law. 
He believed that the view that the Constitutional Convention had not really meant 
to prohibit the incorporation of banks but only the issuance of paper money was 
**a lot of bunk.” 

*In this instance, Mr. Aaron Burr, who had been unable to secure a bank 
charter from the New York Legislature, persuaded that body to grant a charter 
to the Manhattan Company, for the announced purpose of “‘providing a supply of 
pure water for the inhabitants of the City of New York.” Buried in the fine print 
of the legislative enactment, however, was authorization for the company to accept 
deposits and to lend its surplus funds. In fact, the company made no more than 
token effort to supply water to New York, but concentrated on the business of 
accepting deposits and lending its surplus funds, which is the essence of banking. 

® State of Oregon v. Hibernian Savings and Loan Association, (1880) 8 Or. 396, 
401. 


4 


of a punctuation mark completely changed the meaning of 
the section, and made it read as follows: 

“The Legislative Assembly shall not have the power to estab- 
lish or incorporate any bank or banking company, or monied 
institution whatever, nor shall any bank company or institution 
exist in the state with the privilege of making, issuing, or 
putting in circulation any bill, check, certificate... to circu- 
late as money.” 

The court took note of the fact that this section had been 
presented to the convention by the committee on corpora- 
tions and internal improvements and had been amended by 
the convention. As originally presented, the section had 
only one clause which simply prohibited the Legislature 
from incorporating any bank having the power to issue 
notes or other instruments to circulate as money. But the 
court believed that the convention considered that it would 
be unfair to permit out-of-state banks having the power to 
issue bank notes to maintain branches in the state if state 
banks could not do so. It therefore amended the section by 
adding the clause “nor shall any bank company or institu- 
tion exist in the state with the privilege of making, issuing 
or putting into circulation” .. . etc. It concluded then that 
what the convention had sought to prevent was the issuance 
of paper money by banks and not the establishment of 
banks. 

Supporting the view of the court that the convention 
had really meant only to prevent the private issuance of 
paper money, and not the incorporation of banks, was the 
discussion of the effect of Section 1 on the operation of 
Wells Fargo & Co. This pioneer enterprise maintained an 
office in Portland where it accepted deposits and issued 
certificates of deposit. But these certificates apparently did 
not circulate as money. 

There was some discussion of this matter in the conven- 
tion, although the lack of a verbatim account of the debates 
makes it impossible to clearly determine the intention of 
the convention. Mr. Farrar (Multnomah County) thought 
that the proposed constitutional provision would require 
Wells Fargo to cease operations. Mr. Olney (Clatsop 
County) expressed the view that the operation of Wells 
largo would not be hindered since the certificates were 
not brought into existence for the purpose of circulating 
as money. 

But at the very least it does appear to be clear that the 
delegates were unsure and uncertain as to whether they 
were prohibiting the incorporation of banks, or only the 
issuance of paper money by banks. 

The delegates to the convention were not exactly over- 
awed by the difficulties of grammar and the niceties of 
of sentence construction. In the long debate concerning the 
liability of corporate stockholders Mr. Waymire (Polk 
County) offered an amendment which included a clear re- 
dundancy. Mr. Olney (Clatsop County) then offered an 
amendment to the amendment, which served only to make 
it grammatical. But Mr. Waymire objected strenuously. He 
said that “the community were not grammatical and would 
understand it better” if it were left as it was; and the effort 
to remove the redundancy failed. 

Whether the Constitutional Convention did in fact in- 
tend to prohibit the establishment of banks or only to pre- 
vent the issuance of paper money by banks cannot now 
be determined, especially in view of the lack of detailed 
reports of the proceedings. In examining a statute it is not 
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uncommon for courts to take into acocunt its legislative 
history, in an effort to determine what the legislative body 
meant to do. It is distinctly uncommon for a court to hold 
that a constitutional provision does not mean what it quite 
plainly says, on the basis of an inquiry into the parliamen- 
tary procedures of its adoption. 

On the other hand, it must be noted that this case was 
heard only a little more than twenty years after the Con- 
stitutional Convention, and the events of the convention 
must have been fresh in the minds not only of the partici- 
pants but also of others. It is undoubtedly significant that 
three of the six justices of the Supreme Court that heard 
the case had themselves been delegates to the convention.* 
It seems reasonable to assume that these men must have 
called upon their memories of the events of 1857, as well as 
the legal briefs and other documents submitted in the case. 

From the point of view of economic development of the 
state it is indeed fortunate that the court held as it did. But 
the somewhat curious fact remains that the present-day 
existence of state banks in Oregon depends upon the judi- 
cial substitution of a comma for a semicolon in the Oregon 
Constitution. This would seem to be suitable illustrative 
material for teachers of English composition. Sometimes 
punctuation is quite important. 


Oregon State Banking Department, about 1914, when it was housed in the 
old capitol building in Salem. 


A Bluff That Worked 


A bank must be able to meet the cash demands of de- 
positors at all times. Even for a solvent bank this may not 
always be easy. It is necessary not only that assets be ade- 
quate, but also that a substantial portion of these assets be 
reasonably liquid and quickly available. The essential 
problem in banking is to maintain a proper balance between 
liquid resources that produce little or no income. and 
less liquid but higher earning assets. Even if assets greatly 
exceed liabilities, it may be difficult to meet depositors’ 
demands if a large portion of the resources are illiquid. 

This difficulty still is a matter of concern to bankers, al- 
though the problem is not nearly as pressing as it was in 
the early days of banking. The development of branch 
systems has served to reduce the magnitude of the problem, 
since a sudden or unexpected demand for cash at one 
branch can be met by transfers from other branches. The 
development of rapid transportation and communication 
has made it possible for a bank to quickly obtain assistance 


7 These were Chief Justice James K. Kelly, delegate from Clackamas County, 
R. P. Boise, delegate from Polk County, and P. P. Prim, delegate from Jackson 
County. 
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from correspondent banks, or from the Federal Reserve 
Bank. Deposit insurance has greatly reduced the danger 
of “runs.” 

The problem of liquidity was especially difficult for the 
isolated small banks of a half century ago. Help could not 
be expected from correspondent banks short of a week or 
ten days at the least. Rediscount facilities and secondary 
reserves were generally absent. Even if such a bank had 
secondary reserves, the time required for liquidation and 
shipment of cash proceeds to the beleaguered bank meant 
that such resources were of little value in an emergency. 
Isolated small banks in this period found it necessary to 
hold relatively large balances of cash in their own vaults. 

But the problem might be made especially difficult for 
a small isolated bank, if opposing business or political in- 
terests deliberately sought to embarrass the institution. All 
that was necessary was to accumulate claims against ihe 
bank in the form of checks, and then at some inconvenient 
time present these claims over the counter and demand 
cash. This practice was rare, but not unknown. Mr. S. G. 
Sargent, a former Oregon State superintendent of banks 
(1913-1918), has related one such incident that occurred 
early in the century while he was cashier of a very small 
one-man bank in a northwestern state.® 

Mr. Sargent, in 1903, young and recently married, had 
just lost his position as cashier in a small country bank 
because he refused to sign a statement he considered to be 
untrue. Seeking a new job, he learned that some men who 
owned a bank in a nearby city, and who had extensive tim- 
ber holdings near a small town of 250 population, located 
in a remote area on Lake Coeur d’Alene, planned to estab- 
lish a bank there. Unfortunately, however, rival timber 
interests were also seeking a bank charter for the same 
place; quite clearly, such a small village could not possibly 
support two banks. In fact, it was mest improbable that 
the State Banking Department would permit a charter for 
more than one bank. 

In these circumstances the young Mr. Sargent was asked 
to go to this small community and rent a suitable building, 
without disclosing the purpose for which it was to be used, 
and open the bank without notice, taking a chance that the 
necessary charter would be subsequently issued; it was be- 
lieved that if a bank were established, even without a char- 
ter, the rival interests would abandon plans for a competing 
institution. 

The only access to this small village was by boat across 
Lake Coeur d’Alene, a distance of about twenty-five miles, 





8 Mr. Snowden Guy Sargent began a distinguished banking career as a clerk in 
the Old National Bank of Spokane in 1893. From 1900 to 1904 he was assistant 
cashier of the First National Bank of Pullman, Washington. He then organized, 
and served as cashier of, a small state bank in an Idaho town of 250 population 
located in a lumbering area near Lake Coeur d'Alene. From 1907 to 1910 he was 
vice president of the First National Bank of Coeur d’Alene, Idaho. In 1910 he 
became vice president of the U. S. National Bank of Salem, Oregon. In 1913 he 
became a bank examiner in the Oregon State Banking Department, and later in 
the same year was inade Superintendent of Banks; he held this position until 1918, 
when he joined the staff of the Federal Reserve Bank of San Francisco. He served 
the Federal Reserve Bank as Assistant Federal Reserve Agent and Chiet Bank 
Examiner and later as Vice President and Secretary. 

Upon his retirement in January, 1939, he moved to Salem and later to Vancouver, 
Washington. While a resident of Salem, he wrote two articles for the Salem Capitol 
Journal, recalling banking as it was around the end of the 19th century and the 
first years of the 20th century; he wrote also of his experiences as a bank examiner 
and as State Superintendent of Banks in the five years prior to World War I. 

In the first of these articles, published July 13, 1953, he recalled his experiences 
in the State Banking Department in the years following 1913. The second, “‘Banking 
Fifty Years Ago—The Bluff that Worked,”’’ was published July 14, 1953. The inci- 
dents reported here were taken from these two articles, and from conv tion with 
Mr. Sargent. 











and then an equal distance up a wide meandering river. A 
full half day was required for the trip. In searching for a 
suitable location he explained that he planned to set up an 
insurance office, which was more or less true, as it was 
customary for small country banks to write insurance. 

The only available building, occupied by a restaurant, 
was to be vacated in a few days. It was about twelve feet 
wide and twenty-four feet deep, located on the water front 
between two of the town’s four saloons. A suitable lease 
was arranged in a few days, and a safe and other fixtures 
obtained. By the time the bank was ready to open for busi- 
ness, a charter from the State Banking Department had 
been obtained. As anticipated, rival interests abandoned 
plans for a competing bank. 

The area was heavily timbered and the economy of the 
town was based almost entirely on logging. Moreover, 
much of the logging was being done by the rival timber 
interests that had also planned to establish a bank in the 
village. This meant that the new bank faced the antagonism 
of the dominant business interests of the community. 

The opening of the bank came as a surprise to the town. 
The owner of the general store, who had been made a direc- 
tor of the bank, was the only person who knew of the plan 
to open a bank. 

The bank began operation with only $3,000 paid in cash 
of the authorized capital of $10,000. On the opening day 
the little town was full of lumberjacks resting after a log 
drive from the up-river camps; and most of them were 
drunk. The first applicant for a loan was the town drunk, 


Mr. S. G. Sargent, Oregon State Superintendent of Banks, 1913-1918. This 
photograph was taken when he retired from the Federal Reserve Bank of San 
Francisco in 1938; he appears much the same today. 
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whose application was refused. The first deposit was made 
by the merchant director, and the second by the village 
doctor. These deposits gave Mr. Sargent such confidence 
in the future of the bank that he risked his own meager 
savings; the books were closed at the end of the first day 
with three depositors and total deposits of a little more than 
four hundred dollars. 

The operation of a small bank at the turn of the century 
was somewhat more leisurely and informal than would be 
tolerated today. When the cashier went home for dinner 
(not lunch) at noon, the bank was closed until he returned. 
Sometimes when business was dull in the afternoon Mr. 
Sargent would close the bank and go fishing. This practice 
was discontinued on the pointed suggestion of a bank 
examiner who unexpectedly arrived in the middle of an 
afternoon when the bank was closed. After this interfer- 
ference with his recreational activities, Sargent fished off 
the pier in front of the bank; if a customer appeared he 
would lay down his pole and go in and wait on him. 

It was his custom to come down to the bank early in 
the morning to get the cash shipments off on the stage, and 
to sweep out the bank. If a customer came in before open- 
ing time he would be told that the cashier would not be in 
until the bank opened, at nine o’clock. When the customer 
came back after nine o'clock he usually said, “So you are 
the cashier.” The reply would be “Yes, we had a directors’ 
meeting this morning after you were in, and I was pro- 
moted.” 

The real boss of the town was a shrewd but almost illi- 
terate man who was the proprietor of the livery stable and 
stage line serving the up-river logging camps. He was also 
the representative of the rival timber interests that had 
hoped to establish a bank. His friendship and support were 
essential to the success of the new bank. 

But Thomas? became a bitter enemy of the bank, and did 
everything possible to make operation difficult and un- 
profitable. The discounting of pay checks was the bank’s 
main source of revenue during the first few months of 
operation. But the rival timber interests kept Thomas well 
supplied with funds to cash pay checks without discount; 
with so few pay checks to cash the bank profits were barely 
sufficient to pay rent. Mr. Sargent’s salary had to be post- 
poned. 

Moreover, many of the bank’s checks came into Thomas’s 
possession, and he invariably demanded that they be paid 
in cash. He always cashed checks in the morning and 
shipped the money out on the boat that left at one o’clock 
in the afternoon. The bank could not replenish its cash until 
the arrival of the boat the next day at noon. This then 
developed into a regular routine; the bank shipped cash 
in daily and Thomas shipped it out again. Clearly, this was 
expensive for the little bank. The routine went on for about 
two months, but at the end of that time Thomas had ap- 
parently mellowed. He no longer demanded cash for his 
checks but was willing to accept “exchange,” i.e., the bank’s 
check on a correspondent bank. As a result the bank cut 
down its cash shipments and maintained only a small re- 
serve in actual cash. 

This was merely a sly trick to beguile the bank into be- 
lieving that the battle was over, and that it would be safe 
to carry a smaller cash reserve. 





* The name is fictitious. 
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OREGON STATISTICAL REVIEW 


Employment. Information on employment in Oregon is reported 
each month by the State Department of Employment in Salem. The 
latest figures follow: 

Dec. 1960 
60,500 
18,500 
48,900 


.. 127,900 


23,300 
86,900 
98,400 
159,000 


Nov. 1960 Dec. 1959 
65,800 72,800 
20,500 19,300 
49,400 50,000 


Lumber and wood products 
Food and kindred products 
Other manufacturing 


Total manufacturing 


135,700 


24,300 
83,900 
97 ,600 
158,900 


142,100 


23,500 
85,200 
95,500 
157,800 


Contract construction 

Retail trade 

Government 

Other nonmanufacturing 
Total nonmanufacturing 


367 ,600 364,700 


500,400 
43,400 


362,000 


504,100 
37,000 


Total wage and salary employment 
Unemployment 


495,500 
52,300 





One afternoon just after the daily boat had left Thomas 
appeared at the bank with checks totalling more than three 
thousand dollars. Just why he waited for the boat to leave 
is not clear. As it turned out, this was a serious error in 
his machinations since the bank owned the only safe in 
town—and the town was full of lumberjacks, mostly drunk 
after a log drive. Thomas had accumulated these checks 
over several days with the full intention of embarrassing 
the bank. 

Mr. Sargent knew he did not have sufficient funds to pay 
the checks in cash. An unusual number of persons had 
cashed pay checks in the bank that day; they had evidently 
been directed to the bank by Thomas. He said to Thomas 
as casually as he could manage, “J suppose you want the 
usual draft?” Thomas replied belligerently, “I want the 
cash,” 


Mr. Sargent knew he was in trouble, but there was no 
choice except to play out the hand. “If you want the cash, 
I will have to give it to you, but as you know, there was a 
payroll in today and I am a little low in cash until boat 
time tomorrow. So along with the gold, you will have to 
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take silver dollars, halves, quarters, dimes, and nickels.’ 
It should be remembered that very little paper currency 
was in circulation in western states at that time. Thomas's 
reply was, “That’s O.K. with me.” 

Mr. Sargent went to the safe and took out all the trays 
and slowly began to stack up the coins in front of the 
window. He stacked up gold eagles, and double eagles, 
silver dollars, halves, quarters, dimes, and nickels. being 
careful to leave a few of the smaller coins in the trays to 
show that there was still money left. When the count was 
finished the pile would have filled a good sized pail, but it 
was still about $200 short. 

Putting on as bold a face as was possible under the 
circumstances he pushed the pile through the window, 
“Well, here it is, Mr. Thomas, you had better count it.” 
“Wait a minute,” said Thomas, “is it all there?” “Sure it’s 
all there, count it,” was the reply. 

But the bluff had taken the starch out of Thomas and he 
was no longer belligerent. His reply was, “Hell, it would 
take me all day to count that much money. You know I got 
no safe place to keep it overnight in this tough town full 
of drunk lumberjacks. Kid, if you have it, I don’t want it. 
Just give me a draft.” 

The antagonism of rival interests was overcome in time 
and the bank became prosperous enough even to pay Mr. 
Sargent’s salary and have something left over. 


January 1961 


Cash receipts from farm marketing. The cumulative receipts 
from the sale of farm produce was $374,955,000 for the first 11 
months of 1960. This is a decrease of 4.3 per cent from the 1959 
cumulative total of $391,945,000 for 11 months. The following table 
shows the monthly data in thousands of dollars, as reported by the 
United States Agricultural Marketing Service. 

1960 1959 1960 1959 
Jan. $27,453 $30,354 July $37,503 $42,124 
Feb. 20,231 20,702 Aug. 54,175 55,812 
Mar. 21,024 20,971 Sept. 54,875 57,607 
Apr. 20,778 18,770 Oct. 45,935 50,836 
May 19,964 18,364 Nov. 41,649 42,852 
June 31,368 33,553 Dec. 32,136 


Average weekly earnings of production workers in manufactur- 
ing industries in Oregon provide timely information on current 
trends of labor costs as well as rough measures of average income 
available for purchasing goods and services. Both aspects of this 
information make the figures valuable for consolidations with other 
data in evaluating the current business situation. Data in the fol- 
lowing table are supplied by the Oregon State Department of Em- 
ployment. 

1960 1959 1960 1959 
Jan. $95.72 $92.72 July $97.49 $96.44 
Feb. 96.78 93.93 Aug. 97.85 97.25 
Mar. _ 96.47 96.17 Sept. 97.36 97.12 
Apr. 98.57 96.53 Oct. 96.29 96.08 
May _ 98.79 98.30 Nov. _ 94.39 96.69 
June 7.51 96.81 Dec. 95.86 97.91 


Index of man hours in manufacturing. A reliable index of 
change in manufacturing activity is the man hours of industrial 
production workers. The index is computed by the Bureau of Busi- 
ness Research from data supplied by the Oregon State Department 
of Employment (1951 = 100). Figures apply only to personnel en- 
gaged in direct manufacturing; sales, office, and general adminis- 
trative employees are excluded. No adjustment for seasonal varia- 
tion has been made. The most recent reading for Oregon is for De- 
cember 1960. 


1960 1959 1960 
Jan. 82.9 79.1 July . 94.1 
Feb. 84.3 79.3 Aug. 103.5 107.4 
Mar. . .. 65.38 83.3 Sept. . 98.5 102.9 
Apr. 87.9 87.2 Oct. ... 90.8 97.6 
May 89.4 92.1 Nov. ectatmtes: Ge 94.1 
June 94.6 87.6 Dec. .- . 75.8 89.6 


1959 
100.2 


Business failures. The Dun and Bradstreet report on commercial 
failures is considered an indicator of business health. The figures 
for Oregon follow. 

1960 1959 


NumlLer Liabilities Number 
Jan. 41 $ 590,000 25 
Feb. 45 1,229,000 38 
Mar. 16 1,414,000 54 
Apr. 19 995,000 29 
May 38 1,404,000 42 
June 50 1,295,000 25 
July 27 378,000 52 
Aug. 64 1,746,000 56 
Sept. 13 997 ,000 34 
Oct. 60 1,374,000 36 
Nov. 40 1,305,000 39 
Dec. 38 680,000 4l 


Liabilities 
$ 515,000 
909,000 
1,161,000 
497,000 
632,000 
765,000 
953,600 
1,015,000 
534,000 
660,000 
594,000 
1,550,000 


Department store sales. Figures on department store sales are 
compiled by the Federal Reserve Bank of San Francisco for Oregon, 
the Portland and Eugene areas, and Salem. The data are released for 
Portland each week and once a month for all three cities and the 
state as a whole. 

The most recent Portland area data are for the week ending Jan- 
uary 7, 1961, when sales were 8 per cent below those of the corre- 
sponding week in 1960. 

Sales for the month of November and for the first 11 months of 
1960 have been compared with those for the corresponding periods 
one year earlier. Percentage changes are shown in the following 


table. 

Jan. 1, 1960, to 
Nov. 30, 1960 
—2 
--3 
+5 
+2 


Vov. 1960 


+ | 
on vw vi 


Oregon 
Portland area 
Eugene area 
Salem 





Lumber. The figures below were reported by the West Coast 
Lumbermen’s Association They cover the Douglas fir area of the 
Pacific Northwest and are in thousands of feet, board measure. 


Dec. 1960 Nov. 1960 Dec. 1959 
Average weekly production —............._. 120,925 130,685 157,043 
Average weekly orders —......................... 123,922 133,118 181,358 
Unfilled orders, end of month —.....-..______.__ 421,100 444,285 703,190 
Lumber inventory, end of month —.......__.... 1,086,052 1,122,424 1,003,060 


Life insurance sales. The Life Insurance Agency Management 
Association reports that for November 1960 sales of ordinary life 
insurance in Oregon were 0.6 per cent ($242,000) higher than in 
October 1960 and 5 per cent higher than in November of 1959. The 
national figures show a 5.3 per cent increase in comparison with 
those of October 1960 and an increase of 3 per cent over those of 
November 1959. 


Electric energy. The Public Utility Commissioner of Oregon 
reports that during November 1960 the total kilowatt hours of elec- 
tricity sold by privately owned electric utilities in Oregon was 4 per 
cent above that of October 1959, and that the October 1960 total was 
8 per cent above that of October 1959. Total sales for the twelve- 


per cent below the total for November 1959. Comparative data, in 
thousands of dollars, follow: 

Nov. 1960 Oct. 1960 Nov. 1959 
Nonresidential :, nnn § 2,346 $17,368 $ 6,428 


Dwelling units ” , - , - 8,951 10,227 12,691 
Public works and utilities 4,674 5,276 4,386 


Totals. ME See $32,871 $23,505 


Nonresidential construction totaled 241,000 square feet in No- 
vember 1960 and 511,000 square feet in the same month the previous 
year. In November 1960 contracts were bid for 725 dwelling units 
totaling 832,000 square feet. One year earlier there were 979 units, 
totaling 1,158,000 square feet. 

The cumulative total for the first 11 months of 1960 shows that 
the value of building contracts in Oregon was 4.1 per cent higher 
than for the comparable period in 1959, For the 11 western states 
the cumulative 11-month total value for 1960 was 7 per cent below 
that for 1959. The national cumulative total value was 5 per cent 
lower for 1960 than for the same period the previous year. The fig- 
ures in this paragraph do not include those for public works or 
utilities. 


month period ending November 30, 1960 were 8 per cent above sales 
for the same period ending one year earlier, and for the year ending 
October 31, 1960 were 9 per cent higher than for those of the corre- 
sponding period one year earlier. 


Banking. Loans, investments, and deposits of Oregon banks that 
belong to the Federal Reserve System are reported by the Federal 
Reserve Bank of San Francisco each month and shown below in mil- 
lions of dollars: 

Construction. The Bureau of Business Research, in cooperation Nov. 1960 Oct. 1960 Nov. 1959 
with the F. W. Dodge Corporation, reports November 1960 construc- soos ' = a - 


; . - “r— Investments 609 612 663 
tion contracts in Oregon had a total value of $15,971,000. This is 32 Deposits 1,768 1,704 1,784 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are considered good indicators 
of current business activity. But their value for this purpose can be impaired if they include large checks used to transfer funds for the purchase of certain kinds of capital 
assets that are not “‘business activity.’’ This month the Bureau of Business Research collected data on bank debits from 216 banks and branches. 


Percentage Change 
Number Dec 1960 
of Banks Debits Debus Debits compared with 
Reporting Dec. 1960 Nov. 1960 Dec. 1959 Vov. 1960 Dec. 1959 


Oregon see ... 216 $2,172,062,187 $2,121,793,808 $2,241,494,477 + 2.4 — 3.1 


Portland area (Multnomah, Washington, Clackamas. Columbia counties) 72 1 384,654,352 1,314,640,987 1,384,462,443 
Mid-Willamette Valley (Polk, Benton, Linn, Marion, Yamhill counties) i] 256,988,421 240,088,798 260,437,121 
North Oregon Coast (Tillamook, Clatsop, Lincoln counties) 12 36,937 ,469 34,516,797 36,796,916 
West Central Oregon (Douglas, Lane, Coos counties) 29 199,114,576 210,745,165 235,751,221 


ww 


0.0 
— 13 
+ 0.4 
—15.5 
—l1.1 


tb .. 


+ | 


Southwestern Oregon (Curry, Jackson, Josephine counties) 14 93,850,465 84,472,219 


Upper Columbia River (Sherman, Hood River, Wasco, Gilliam, Wheeler counties) 
Pendleton area (Umatilla, Morrow counties) 


19 32,587,415 
1] 37 538,222 


33,521,261 
37,423,081 


105,551,679 
32,205,142 


38,757,930 


+ 1.2 
— 3.1 


| 


Certral Oregon (Deschutes, Crook, Jefferson counties) ‘ 31,595,825 32,356,170 34,875,167 
Klamath Falls area (Klamath, Lake counties) 37,499,042 12,133,809 45,724,853 


— 9.4 
—18.0 
— 1.2 


—16.3 
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Baker, La Grande area (Wallowa, Grant, Baker, Union counties) 34,528,635 35,782,626 34,934,077 
Burns area (Harney, Malheur counties) 26,767 ,765 26,112,895 31,997 ,928 


nindwweaokerusdod 
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BUILDING PERMITS 


Building permits are a report of plans rather than of construction in actual operation. Interpretation of these data must allow for time elapsed between the issuing 
of the permit and the beginning of construction. The information has been collected by the Bureau of Business Research from building departments in local government. 
Additions 
New New Non- Alterations 
Dwelling Units Residential & Repairs T otals T otals Totals 


Albany 

Baker 

Beaverton 

Bend 

Coos Bay 
Corvallis 

Eugene 

Grants Pass 
Hillsboro 
Klamath Falls 

La Grande 
McMinnville 
Medford 
Milwaukie 

North Bend 
Pendleton 
Portland 
Roseburg 

Salem 

Springfield 

The Dalles 
Clackamas County 
Douglas County 
Lane County 
Marion County 
Multnomah County 
113 other communities 


Totals 


Dec. 1960 


$ 36,000 
34,000 
111,200 
14,000 
49,000 
53,000 
261,910 
13,000 
137,960 
26,000 


38,000 
175,650 
24,900 


20,800 
984,900 
8,910 
71,250 
35,950 
118,000 
257,200 
68,626 
570,925 
554,824 
,021,299 
731,665 


Dec. 1960 
$ 55,000 
31,300 
830 
38,000 
55,400 
153,000 
26,725 
20,000 
800 
70,000 


200 
689,190 
4,000 
19 
58,000 
706,145 


200,000 
236,048 
127,800 
174,435 
337,158 





$5,018,609 


Dec. 1960 
g 2,328 


56,870 


11,950 
11,200 
1,500 
7,600 
97,955 
3,800 
7,669 
16,735 
1,162,020 
21,720 
43,475 
5,631 
17,865 
2,100 
2,984 
67,471 
13,800 
62,285 
242,001 


Dec. 1960 


$ 93,328 
67,300 
126,030 
60,000 
112,165 
213,950 
345,505 
33,000 
150,710 
107,200 
1,500 
45,800 
962,795 
31,800 
7,688 
95,535 
2,453,065 
30,630 
140,675 
41,841 
135,865 
271,485 
271,610 
874,444 
696,424 
1,258,019 
1,310,824 





$3,022,445 


$1,898,674 


$9,939,188 


Nov. 1960 


$ 57,930 
50,680 
81,449 
38,760 
15,810 

179,390 
593,185 
100,700 
88,340 
14,000 
24,375 
234,510 
114,631 
137,450 
45,787 
93,910 
1,759,170 
92,615 
377,690 
93,911 
130,645 
324,575 
39,812 
537 ,397 
574,250 
2,007 ,600 
1,700,664 





$9,509,236 


Dec. 1959 


$ 97 ,830 
93,100 
112,317 
116,725 
349,760 
187,640 
589,325 
53,200 
95,300 
33,282 
20,625 
20,485 
680,483 
157,760 
220,878 
50,610 
4,327,980 
158,131 
274,120 
33,416 
38,850 
3,055,120 
80,244 
601,301 
473,785 
2,253,915 
3,333,531 





$17,509,713 
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